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DOCUMENTS EXPEDITING PROJECT 


REPORT OF CONDITIONS IN EUROPE IN THE AUTUMN 
OF 1950 


Mr. McCarran, from the Special Subcommittee on Foreign Economic 
Cooperation, submitted the following 


REPORT 


INTRODUCTION 


Since it is probable that future economic aid to Europe is to be 
integrated with our European defense program, the Special Subcom- 
mittee on Foreign Economic Cooperation has had prepared a report 
bearing on the ability of the countries of Western Europe to participate 
in a common defense effort. 

This report sets forth the observation of an agent of the subcom- 
mittee during a 3-month survey in Europe, from September to early 
December 1950. The observer for the committee, an unusually 
experienced man of European affairs, lived in Europe for 2 years after 
the war and has made several surveys for the watchdog committee 
during the last 3 years. 


SCOPE OF STUDY 


This is a report of conditions in Europe as I observed them during 
the period from September 19 to December 6, 1950. I spent some 
time in each of the following countries: France, Germany, Belgium, 
the Netherlands, Italy, and Greece. I have limited this report to 
my findings on certain major questions that are essential to an evalua- 
tion of the ability of the countries visited to contribute to our mutual 
defense program. 

I did not visit the United Kingdom or the Scandinavian countries, 
and any general statements in this report as to conditions in Europe 
refer only to the countries visited. 

In order to avoid any possible jurisdictional conflict with any other 
committee of the Senate, as well as to escape any restrictions imposed 
in the interest of military secrecy, I had no interviews with military 
officials of our Embassies or of foreign governments. My attention 
was directed primarily toward the economic strength of the various 
countries, their ability to assume the additional burdens imposed on 
defense requirements and the willingness and ability of their govern- 
ment to impose controls and restrictions as required by the defense 
effort. 


Current status of European defense effort 


I made no effort to gather information from official sources as to the 
military strength of the countries visited. Nevertheless, with the 
exception of Greece, the people of each appear to feel that they are 


~~ ually unarmed. The number of men in uniform is apparently only 

1 fraction of what would be regarded as normal during a period of 
ike national tension. It seemed to be generally accepted i in Greece 
that the Greek Army was much larger than a country of the size of 
Greece (about 8,000,000 people) could support and that the quality 
of the Army was excellent. In driving about Greece there was con- 
tinuous evidence of soldiers in training, and building bridges. 

Moreover, in the countries other than Greece I encountered no evi- 
dence of an acceleration of military expansion. There was activity 
in planning in connection with the North Atlantic Treaty, but these 
plans apparently were still in the formative stage. The officials of 
European governments not directly concerned with military matters, 
the Economic Cooperation Administration staff and the nonmilitary 
people in our Embassies appeared to believe that the functions and 
requirements of the individual countries in the over-all program for 
western defense had not yet been determined and that nothing was 
being done to build up military strength prior to the de -velopme: nt of 
such a program. 

During my stay in Europe there was no economic mobilization 
visible. Europe, generally, was enjoying a war boom with industries 
operating at a high level, raw-material prices high, and numerous 
buyers from America and elsewhere trying to place orders for iron and 
steel products and other scarce items. There was no procedure in 
effect in any country visited to give priority to defense production. 

The conclusion is inese apable that, although military planning was 
apparently going forward in secret and at a high level, as of early 
December 1950, neither the military nor the economic mobilization of 
Western Europe had yet begun. 

Willingness and ability of the people of Europe to fight 

| made an effort to gather information which would give an indica- 
tion of the ability of the countries visited to make an effective con- 
tribution to the defense of Western Europe within a significant period 
of time. 

It is my judgment that ali of the countries I visited will fight 
Russia whenever they believe they have a reasonable chance to win. 
Each recognizes that alone it can do nothing, so that each regards as 
a prerequisite to winning the existence of an effective organization 
and plan for European defense. Furthermore, none feels that it is 
adequately equipped for war, or is in a position to equip itself. 
Greece has a good and well-equipped army, and the opinion in 
Greece is that Greece can repulse any attack by a satellite army. 

In Germany there are two major obstacles to overcome. First, 
the Germans recognize their strategic position in western defense and 
expect to receive various concessions and inducements if they are to 
rearm. Second, the Germans of the ages from 16 to 22 years appar- 
ently are strongly antimilitary, and would accept Russian occupation 
rather than fight. It is probable that in time both these situations 
could be dealt with. Whether or not there is time to build an effec- 
tive fighting force in Western Germany before the Russians move is 
another question. 

As a consequence of the factors mentioned above, I do not believe 
that any of the countries I visited, except Greece, is willing to fight 
Russia today. I doubt whether they could acquire sufficient con- 
fidence in their own strength in less than 18 months or 2 years. 





In reaching this rather pessimistic conclusion, I have given full 
consideration to the very marked improvement in the well-being and 
morale of the people of Western Europe which has occurred since the 
beginning of the Marshall plan, and which was perceptibly better as of 
December 1, 1950, than on the same date a year previously. The 
people of Western Europe appear to have reached a state of material 
advancement where they feel that they have something to defend, and 
to have recovered from their postwar mental stagnation to a point 
where they apparently begin to see some hope for the future and some 
possibility of ultimately managing their own affairs. 

Nevertheless, the typical attitude of the people seems to be: “If we 
are going to be invaded and occupied anyway, there is no point in 
sustaining bomb damage and battle casualties in addition.’ 

Discussions with informed people in the various countries seemed 
to indicate at least three steps that must be taken before Western 
Europe will have sufficient confidence in its ability to defend itself 
to make an all-out effort. 

First, there must be an international organization (the North 
Atlantic Treaty Organization or some other) with an organized 
command and a plan of defense which has advanced beyond the 
“paper’’ stage, and which shows sufficient realism to inspire confidence 
that the job can be done. None of the countries is willing to fight 
Russia alone. Although the appointment of General Eisenhower is 
an important advance, there seems to be a feeling everywhere that 
the planning and organizational efforts of the North Atlantic Treaty 
Organization have not yet progressed to the point where they can 
cope with the realities of a military campaign. Furthermore, the 
feeling prevalent among the Europeans with whom I had contact 
(including one official directly engaged in NATO negotiations) was 
that the results of the NATO efforts to date were so meager that the 
getting into operation of the top organization and the master plan 
would require at least another year. 

Second, with the exe eption of Greece, none of the: countries visited 
appears to have an effective general staff and high-level officer per- 
sonnel to provide leadership or to serve as a nucleus about which to 
build a modern fighting force. The prewar high command in each 
country was discredited by defeat in the recent war. Since the war, 
priority has been given to reconstruction and recovery problems by 
each government so that no great effort has been made to provide a 
military staff with the best brains, the newest ideas, and a new spirit 
to make a fresh start in military affairs. 

The situation in France is significant. The explanation which 
appears to be most widely accepted by the people of France of the 
collapse of the French Army in 1940 is that it disintegrated from the 
top down. The high command was unable to cope with the problems 
confronting it. Officers in the field waited for orders which never 
came. The reason advanced for this degeneration at the top is that 
the Blum government, which was in power before the war, was strongly 
antimilitary and that, as a consequence, the army was starved and 
discredited, the prestige of the professional soldier was lost, the morale 
of officers degenerated, and when the emergency came there was no 
adequate leadership. 

If this view of the French military debacle is sound, it seems clear 
that no substantial improvement in the prestige, capacity, or morale 
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of the French high command has occurred since the war. Further- 

more, it does not appear to be the sort of thing which can be changed 

overnight. It cannot be taken care of merely by having the French 

0 eas enact a law or by a substantial grant of United States 
ollars. 

The third step, which must be taken before Western Europe can be 
expected to put up an effective fight, is to assure adequate equipment 
for the fighting forces. 

Except for Greece (which we have already equipped), each of the 
countries visited lost its military equipment when it was defeated in 
the war and has not had the means or facilities for reequipping an 
army since. 

It does not follow that the United States must undertake to equip 
the armies of Western Europe. It must be recognized, however, that 
the liberated countries of Europe never did produce modern armament 
(their prewar production was not up to date), and that the German 
armament industry has been destroyed by the occupying powers. 
Undoubtedly the industrial countries of Europe could, in time, pro- 
duce a substantial quantity of military equipment. Whether we 
expect Russia to attack in Europe in 1 year, or 2 years, or 3 years 
should determine whether or not the United States gives priority 
to supplying money and encouragement to the expansion of Euro- 
pean arms production or to the supplying of equipment which can 
be put to use immediately. 

Recognition of the fact that Western Europe will not fight unless it 
believes that it has a reasonable chance of winning, and that it will 
have no hope of winning unless its soldiers have adequate equipment, 
does not appear to justify offering military equipment to Europe as a 
sort of bribe for rearming. Unless there is a realistic strategic plan for 
mutual defense and an integrated command for carrying it out, to- 
gether with competent staff work and qualified officers within each 
cooperating country, the mustering and equipping of an army will be 
useless. The flow of expenditures for European armament should be 
adjusted to the pace set by the development of allied strategy and 
organization which will determine the extent to which military equip- 
ment can be effectively used. 

The conclusion seems to be inescapable that Western Europe will 
be willing and able to fight only after a lot has been done on organiza- 
tion and equipment. The most difficult problems appear to be organi- 
zational and they will take the longest time to solve. Furthermore, 
the solution of these organizational problems is not likely to be 
facilitated by speeding up American contributions of either money 
or equipment. 


European contribution to defense production 


In general, the productive capacity of Western Europe has been 
rebuilt to a level higher than prewar and European industry is 
experiencing a war boom at the present time. European production 
is not being directed toward defense requirements, however. In 
appraising Kurope’s capacity for defense production, moreover, it is 
necessary to recognize that today there is almost no armaments 
industry in the countries I visited (particularly France and Germany) 
in marked contrast to the situation before the war. 

The German arms factories have been destroyed by the occupying 
powers and the French factories, together with those of the Low 
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Countries, never produced modern military equipment and have not 
been kept up since the war. Consequently, the production of guns, 
ammunition, and tanks will presumably be delayed until equipment 
can be installed and know-how can be acquired. 

Nevertheless, the demands of modern warfare are broad and 
complex. There is no doubt that Europe with its skilled labor and 
tradition of precision manufacturing could produce many things 
essential to rearmament. In the field of electronics, for instance, one 
of the largest manufacturers in the world, well in the vanguard of 
technological development, has its headquarters in Holland, and a 
number of factories elsewhere on the Continent. 

The failure of the continental countries to convert their industries to 
defense production cannot be attributed primarily either to lack of 
appreciation on the part of the Europeans of the military danger or to 
a selfish desire to capitalize on current shortages and high prices. 

As in the case of rearmament, Europe is waiting for a defense 
production program to be handed to it by an international authority 
before it imposes production controls. Furthermore, final decisions 
have apparently not been made by the United States as to whether or 
not certain secret or strategic items are to be made in Europe. Our 
reluctance apparently reflects not only a fear that certain production 
facilities might fall into enemy hands, but also an apprehension that 
the construction in Europe of plants for producing some of our newest 
and best weapons might provoke Russia to hostilities. 

While it must be recognized that none of the countries visited has 
refused to assume the burden assigned to it under a program for 
western defense, there is no avoiding the fact that none of these 
countries has felt sufficient determjnation to defend itself, regardless 
of the action others might take, to undertake an economic mobilization 
in its own interest without waiting for a master plan or assurance that 
its neighbors would do likewise. 

It is necessary for the United States to judge whether any program 
for defense production inevitably involving a curtailment of consump- 
tion and a sacrifice of profits developed and imposed by an inter- 
national agency will be effectively implemented by those who have 
not been willing to go ahead on their own. 


Ability of Western Europe to finance its own defense 


In addition to appraising the ability of Western Europe to supply 
soldiers and to produce weapons, it is necessary to consider the ability 
of the various governments to finance a defense program. This 
ability is dependent on the wealth of the countries on which the 
governments may levy and upon the revenue system utilized by the 
governments for obtaining funds. 

There can be no question that the destruction resulting from the 
war has left Europe, even after 5 years of remarkably rapid recovery, 
poorer than it was before. Nevertheless, production has been restored 
to prewar levels generally, and there appears to be sufficient national 
income available to finance a considerable defense effort, if the coun- 
tries concerned take adequate fiscal measures. 

It is generally believed that most of the countries of continental 
Europe emerged from the war with a fiscal structure which was obsolete 
and inadequate. In general, there was too much reliance on indirect 
taxation, and the income tax was a minor source of revenue, partly 
because of widespread evasion. 
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The officials of the Economic Cooperation Administration from the 
beginning of the Marshall plan have urged fiscal reform on the par- 
ticipating governments. Furthermore, the availability of American 
aid, particularly in the counterpart account, gave the European 
governments an unprecedented opportunity to put their financial 
affairs in order. Very little has been done, however. 

France appears to manifest the above characteristic to an unusual 
degree. While there have been a number of reforms in the adminis- 
tration of taxation in France, there has been no new tax legislation of 
significance since the war. In Italy a law making a general revision 
of the tax structure was enacted late in December 1950. Whether it 
can be effectively enforced is yet to be seen, and it must be recognized 
that tax evasion is traditional in Italy. In Belgium and Greece the 
higher-income groups do not bear an appropriate share of the tax 
burden. The Federal Republic of Germany has put into effect a 
revised tax structure under the occupation which is just beginning to 
operate. 

Although no fault can be found with Western Europe for not having 
enough wealth today to finance her own defense, the United States can 
justifiably feel disappointment that 54% years after the end of hostilities 
in Europe some of the largest and most important countries on the 
Continent have not made the fiscal reforms necessary so that they 
can meet to the full limit of their resources the demands of a defense 
program. 


Status of Communists in France and Italy 


There appears to a no doubt that all of the countries of Western 
Europe contain Communist organizations, led by Moscow-trained and 
paid professionals, who are ready to take advantage of every oppor- 
tunity to capitalize on discontent. In only three countries, France, 
Italy, and Greece, however, have the Communists been regarded as an 
imminent menace since the beginning of the Marshall plan in April 
1948. 

In Greece the Communist Party has been outlawed and the guer- 
rillas have been defeated so that today there is very little evidence of 
Communist activity. Current interest has focused on Italy and 
France where the most comprehensive election figures have indicated 
that as many as 33% percent of the voters of Italy were Communists, 
as were 25 percent of the voters of France at the time the Marshail 
plan got under way. 

gave special attention, therefore, to attempting to evaluate the 
status of the Communists in France and Italy after more than 2 years 
of American aid. 

It is agreed by United States Embassy officials, American business- 
men resident in the two countries, as well as French and Italian 
businessmen, that the Communist Party in these countries has con- 
tinually lost ground, and was at its lowest point since the war in each 
country during the period of my visit. This judgment was based 
primarily on such facts as a decline in the membership of the Com- 
munist labor unions, a decline in the circulation of Communist 
newspapers and periodicals, and a decline in the number and vigor 
of Communist-led strikes. 

This decline in Communist strength appears to be attributable 
both to the general improvement in living conditions which has 
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occurred in each country and to the progressive unmasking of the 
extent to which the party in each of the countries is Russian-domi- 
nated, together with the true nature of Russian imperialism. 

The consensus seems to be that in both countries many persons 
joined the Communist Party, in the early postwar period, who were 
sincere and patriotic but discontented. In France, for instance, the 
appeal made to the low-paid workman has been that if he is a patriotic 
Frenchman, he should be a Communist, because the Communists 
were the leaders in the resistance movement during the war; that, if 
he believes in international peace and brotherhood, he should be a 
Communist because that is a party uniting all nations; that if he is 
a worker he should be a Communist since that is the party, of the 
workers. 

It is felt by informed observers in France and Italy that many 
members of the party were shocked and disillusioned to find that their 
leaders were not the patriotic reformers which they had originally be- 
lieved, but were definitely following a course dictated by Moscow and 
which subordinated the interests of the members’ own country to that 
of Russia. The invasion of Southern Korea by Communist troops and 
the subsequent branding of the United States as the aggressor in 
Korea by the Communist press apparently has done much to aecel- 
erate this disillusionment of the ‘ ‘nonprofessional’’ party members. 

There is no escaping the fact that in both France and Italy the 
Communist labor unions are larger and more vigorous than the non- 
Communist unions, and that in both there is a large and well-dis- 
ciplined organization with a widely read press ready to take advantage 
of every opportunity for fifth column activity. 

On the other hand, I encountered no feeling that there was a seething 
unrest in either country, waiting for a favorable event to erupt in 
Communist revolution. It is my judgment that if a Communist coup 
is attempted in either France or Italy it will be entirely generated by 
Moscow with very little sincere, even though misguided, revolutionary 
spirit involved. 


Willingne ee of Europeans to deal urith Communist Russia 


It is necessary to recognize that to most of the people of the 
countries I visited the prospect of a Russian occupation is not an 
unthinkable alternative. In the United States public senttment would 
undoubtedly favor a fight to the end against the most unfavorable 
odds rather than submit to Russian occupation of our country. 
Western Europe, on the other hand, has had current, first-hand ex- 
perience with both modern war, particularly bombing and being oc- 
cupied by a victorious enemy. There is a widespread feeling that the 
bombing would be much worse than ever in another war, while each 
individual has a tendency to feel that he has learned some of the 
techniques of living in an occupied country, and that he will be able 
to get along. This feeling exists in spite of the fact that all Europeans 
appear to fear the Russians as barbarians, and to recognize that Rus- 
sian occupation would be much worse than was occupation by the 
Germans. 

Under these circumstances there are many people who are strongly 
anti-Russian and anti-Communist who are anxious to avoid any action 
which will get them, as individuals, on any Communist blacklist to 
their detriment if the Russians overrun their country. An example 
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of this sentiment occurred in Germany last summer when the fighting 
in Korea was going badly and the Russian star seemed to be in the 
ascendency. Certain Ruhr steel companies took advertising at that 
time in Communist papers in the Russian zone of Germany merely 
to curry favor with the Communists in case things turned out badly. 
This, in spite of the fact that the Germans are better informed than 
any other people in Europe about life behind the iron curtain, because 
of their contacts with their friends and relatives in the eastern zone 
and, as a consequence, are very strongly anti-Communist. 

This general situation is emphasized to make clear that we cannot 
expect the people of Western Europe to react as Americans do to the 
threat pf Russian aggression, and that a program for western defense 
must be developed with these realities in view. 
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